Abstract
Introduction
The basic goals of the foundation of PTAs (preferential trade agreements) are to insure a higher economic integration and access to markets of the member countries. PTAs are related to a wider range of international trade agreements, such as the common market, tariffs union, areas of free trade and economic union (Brenton and Manchin 2002, pp.1-23; Mansfield and Milner 2015, pp. 1-41) . It is about trade agreements which represent an alternative to the multilateral trade system (Korinek and Bartos 2012, pp. 1-61) .
Within the last few decades, the number of the PTAs has increased significantly. They rose as a response to the slow process of liberalization of multilateral trade (Hansen and Sala 2013, pp. 1-32; Bown and Crowley 2016, pp. 1-100) . According to the regional trade base of the World Trade Organization (WTO), the number of PTAs at the end of 2016 amounted to was 635 (Missios et al. 2016, pp. 105-119) . For the most part they are represented in Europe and Northern America, and account for almost 40% of world trade. PTAs enable the reciprocal preferential access at zero tariffs for the products from member countries, thereby strengthening the trade cooperation (Nicita 2011, pp. 1-29) . In addition to that, they insure the removal of discriminatory barriers related to the flow of goods, capital and services, through which a unilateral trade policy between member countries is established, while it has a negative effect on third countries in the sense of losing welfare. PTAs in the regional trade can be the cause of the reduction or loss of social welfare, i.e. they are a stumbling or building blocks in relation to multilateral trade. What makes PTAs particularly important is that the higher number of countries across the world, of a varying level of development, is becoming a part of them, i.e. leading to the overlap of agreements or "spaghetti bowls" (Mukunoki 2005, pp. 31-51; Medvedev 2006, pp. 1-90) .
Within the last few decades, numerous studies have been conducted to test the effect of PTAs on the growth of the trade flows of exchange. In that sense, we wish to point out that early and recent research have succeeded to investigate the effects of PTAs on trade flows. We number Lipsey (1957, pp. 40-46) , Fleming and Mundell (1964, pp. 1-19) , Brada and Mendez (1983, pp. 589-603) , Richardson (1993, pp. 309-324) , Frankel et al. (1995, pp. 61-95) , Grossman and Helpman (1995, pp. 667-690) , Bagwell and Staiger (2001, pp. 69-88) etc. In the group of recent studies we number Clausing (2001, pp. 677-696) , who conducted the effect of reduction of import preferential tariffs between the USA and Canada during the period between 1989 and 1999. The results of the research have shown that the reduction of import tariffs leads to the growth of the USA exports to Canada. Brenton and Manchin (2002, pp. 1-23) tested whether the effect of the import preferential tariffs of the EU with the neighbouring countries and the countries of the Balkans. The results of the investigation have shown that the EU preferential tariffs have Import Tariffs of Trading Partners… a positive effect only in the case of the Balkan countries, because the rule of the origin of products does not apply to them. Haveman and Schatz (2003, pp. 1-27) tested whether tested whether the reduction of import preferential tariffs of the EU leads to the growth of export of the developing countries. Candau and Jean (2005, pp . 1-37) tested whether that the reduction of import preferential tariffs of the EU has a positive effect on their export using as example the countries of the sub-Saharan Africa. Manchin (2006 Manchin ( , pp. 1243 Manchin ( -1266 tested whethered the effect of the reduction of import preferential tariffs of the EU on the growth of export of African, Caribbean and Pacific countries. The results of the investigation have shown that if the preferential tariffs are lower in relation to the world tariffs, then we have an increase of exports and the reduction of demands for issuing preferences. Alfieri et al. (2008, pp. 1-37) tested whether that the unilateral reduction of import tariffs by the EU hasn't led to a motested whetherre significant growth of import of products from Mozambique, because most of the products exported by Mozambique have a zero tariff of the Most-Favored Nation. Nilsson and Matsson (2009, pp. 1-34) tested whether that the reduction of the import preferential tariff of the EU has a positive effect on most countries which are part of the PTA. Candau et al. (2004, pp. 1-17) have examined the effect of preferential regime on export of products to the EU. The results of the research have shown that the reduction of the import preferential tariffs has no influence on facilitating market access in the EU.
The countries of the Western Balkans are part of the preferential trade agreements with the EU, EFTA, CEFTA 2006, Russia and Turkey. For Albania, Serbia and Macedonia we made a decision to make them a part of our sample, in relation to other countries of the Western Balkans, because these countries share approximately the same date of signing and entry into effect the agreements with the EU, CEFTA 2006 and EFTA, while the other Western Balkan countries later signed the above-mentioned agreements. The preferential trade agreements with Russia were left out of our sample because the different date of signing and coming into effect of those agreements. Thus, the basic goal of this research is to investigate the effect of preferential trade agreements, i.e. to test the aggregate and non-aggregate effect of the reduction of Simple Average Tariff and the Weighted Average Tariff of the EU, CEFTA 2006 and EFTA on the total and individual export of raw materials, intermediate goods and consumer goods of the three countries of the Western Balkans. In our research, we have left out the question of the effect of the import tariffs on the capital products due to data unavailability. Besides, the goal of this research is to investigate which of the two import tariffs of trade partners, i.e. the simple average tariff or the weighted average tariff, has a greater effect on the export of products.
The structure of the remaining part of the thesis consists of: Section 2 describes the economic model, econometric techniques and data sources used; section 3 presents the empirical results; Section 4 presents the conclusion.
Methodology and Data

Gravity Model
In our research, we took the gravity equation as the framework on the basis of which we will assess the bilateral trade flows between trading partners, i.e. as a result of the effects of certain factors. Given that our research is based theoretical assumptions starts from the premise that exports of the country i to the country j depend on the influence of three interrelated factors. The first factor relates to the possibility of export supply of the country i, i.e. which depends on the extent of income of the exporting country. The second factor relates to the import demand function of the importing country j which depends on the extent of income of the importing country. Finally, the third factor is related to trade barriers in the form distance (Caporale et al. 2009, pp. 1-30; Hayakawa 2011, pp. 1-25) . In addition to the above factors, we can add to our gravity equation GDP per capita which is about consumer power in the importing country j (Bergstrand 1989, pp. 143-53) . Our regression equation will be presented on the basis of the equation (1): (1)
In equation (1) we have included the GDP per capita and import tariffs, and thereby got the equation (2). Based on the equation (2) we estimated the aggregate effect of the PTAs, i.e. the import simple average tariff rate -SAT rates and the import weighted average tariff rate -WAT rate of trade partner on the total export of products of the three countries of the Western Balkans. In equation (3) we estimated the individual effect of the import SAT and WAT rates on the exports of raw materials, intermediate goods and consumer goods of the three countries of the Western Balkans.
(2) (3)
After the evaluation of the aggregate effect, we approached the evaluation of the non-aggregate effect in the equation (4). We tested the individual effect of the import tariffs of trade partners on the total exports for each country viewed individually. In addition to that, in equation (5) with the help of GMM system dynamic panel data estimation we tested the effect of the PTA, i.e. the import SAT rates and the import WAT rates on the export of raw materials, intermediate goods and consumer goods for each country viewed individually. (4) ( 5) where -total export of products of the country ; -export of raw materials, intermediate goods and consumer goods into the country according to harmonized system into the country ;
-real gross domestic product of the country ;
-gross domestic product per capita of the country ; -import simple average tariff rate for product and -import weighted average tariff rate of country for product ; -distance between the economic centres of the trade partners ;
-residual term. Based on the regression equations (2), (3), (4) and (5) we expect our variables to have the following expected signs. For the gross domestic product of country we expect it to have a positive sign (+), while we expect the gross domestic product per capita of country j to have a positive and negative sign (+). For the import simple average tariff rate for product and the import weighted average tariff rate of country for product we expect a negative sign (-/+). Finally, in case of a distance between economic centres of the trading partners we expect a positive and negative sign (+/-).
Econometric Methodology
System GMM is a preferred approach since this approach has better finite sample properties when the instruments are weak, which occurs mainly when the GDP series is persistent. Moreover, it utilizes both lagged and differenced versions of the regressors as instruments in obtaining coefficient estimates. The GMM dynamic panel estimator uses the following momentary conditions under two assumptions: i) the error term is not serially correlated and ii) the explanatory variables are not correlated with future realizations of the error term (Carkovic and Levine 2002, pp. 1-23) :
The first difference estimator suffers from the following problem: the instruments available for first-differenced equations are weak when the explanatory variables are persistent over time. Such weak instruments can bias the coefficients when the sample size is small. Blundell and Bond (1998, pp. 1-24) proposed a new estimator that has superior finite sample properties. This new estimator combines the regression in differences with the regression in levels in a system of equations. Under the following additional assumption, this new estimator has been shown to have superior finite sample properties in an autoregressive model with panel data (Carkovic and Levine 2002, pp. 1-23) :
for all and (8) Considering the second part of the system, which includes the regression in levels, the additional momentary conditions are (Carkovic and Levine 2002, pp. 1-23) :
The GMM system estimator is more efficient than the GMM in differences (Caporale et al. 2009, pp. 1-30) .
Data
Our research rests on the application of aggregate and non-aggregate yearly data from 2010 to 2015 for three countries of Western Balkans. Data on the total exports were taken from the International Financial Statistics (Direction of Trade Statistics). The total value of exports is expressed in millions of $US free on board or at the port of export (f.o.b. price). Data on the individual source of raw materials, intermediate goods and consumer goods were taken from The World Bank's Import Tariffs of Trading Partners… World Integrated Trade Solution (WITS), i.e. from UNCTAD's TRAINS database (UNCTAD). The real gross domestic product and gross domestic product per capita were taken from the World Bank's WDI (World Development Indicators) and Eurostat (Economy and Finance) -the value of the variables is expressed in millions of $US.
Albania, Macedonia and Serbia signed preferential agreements with the EU, EFTA and CEFTA 2006. A large part of the exports is under the auspices of the Generalized System of Preferences (GSP). The data on the simple average tariff rate and the average weighted tariff rate for raw materials, intermediate goods and consumer goods were taken from UNCTAD's TRAINS database. The simple average tariff rate (SAT) represents the average of ad-valorem and ad valorem-equivalent MNF applied HS 6 -six-digit numbers. The tariff duty is the same for all products, no matter the amount of products imported. The weighted average tariff rate (WAT) is the weighted average HS 6 -six-digit import-traded products. The tariff is higher for the higher volume of product imports. The data on the import simple average tariff rate and the import weighted average rate were taken from the combined harmonized system HS -The World Bank's World Integrated Trade Solution (WITS), i.e. the UNCTAD's TRAINS database. The products were classified according to the harmonized combined system of HS tariff lines (tariff-line level data) at the six-digit level. The data on the geographical distance were taken from CEPII (www.cepi.fr).
Empirical Results
The Aggregate Effect of PTAs, i.e. the Import Tariffs on the Imports of Three Countries of the Western Balkans
The results of our research are presented in two parts. In part one, the estimates relate to the effect of PTAs, i.e. the import simple average tariff rates (SAT) and the import weighted tariff rates (WAT) on the total exports of products, raw materials, intermediate goods and consumer goods of three countries of the Western Balkans. In part two, the results of the estimate relate to the effect of PTAs, i.e. the import SAT rate and the import WAT rate on the individual exports of Albania, Macedonia and Serbia. In part one the aggregate data was used, while in the latter part non-aggregate data was used. Based on the regression equations (2) and (3) in Table 1 , we presented the results of estimating the coefficients of independent variables on the total imports of products, raw materials, intermediate goods and consumer products of three countries of the Western Balkans. The estimated value of the coefficients is in accordance with the expected signs. Namely, the research done by Brenton and Manchin (2002, pp. 1-23) , Haveman and Schatz (2003, pp. 1-27) , Nilsson and Matsson (2009, pp. 1-34) and Candau et al. (2004, pp. 1-17) confirm the results of our research that the import preferential tariffs of trade partners have a positive effect on the exports of products. Source: Author's compilation.
The result of estimating the coefficients of GDP on the total exports of products, raw materials, and intermediate goods is significant at the level of 1%, but not in the case of consumer goods. On the other hand, the result of estimating the coefficient of GDP per capita on the total exports of products, raw materials, intermediate goods and consumer goods is significant at the level of 1% and 5%. The growth of GDP of trade partners by one percent has a positive impact on the total growth of imports of products, raw materials, and intermediate goods, while the growth of GDP per capita of trade partners by one percent has a positive impact on the exports of products, raw materials, intermediate goods and consumer goods. Then, the result of estimating the coefficient of the import SAT rate on the total exports of products and consumer goods is significant at the level of 1%, while in the other case no significant value has been recorded. The reduction of the import SAT rate by less than one percent leads to the growth of the total export of products and consumer goods. In the case of the result of estimating the coefficient of import WAT rate on the total export of products, raw materials and consumer goods, no significant value has been recorded. In the end, the result of estimating the coefficient of distances on the exports of raw materials and intermediate goods is significant at the level of 1%, while in other cases no significant value has been recorded. The reduction of expenses of distance means the reduction of costs of trade and the increase of exports of raw materials and intermediate goods.
The results have the following implications: the reduction of import tariffs has a positive effect on the total growth of the exports of products to trade partners (see Figure 1 ). By observing exports by products, the reduction of import SAT and WAT rates of trade partners has enabled the growth of exports of raw materials and consumer goods, while, on the other hand, it hasn't ensured the positive growth of export of intermediate goods. By observing the structure of exports, three countries of the Western Balkans mostly export consumer goods, intermediate goods and raw materials to the EU, CEFTA 2006 and EFTA. The exports of most products are under the regime of the import WAT rate, i.e. at the increased import a higher WAT rate is charged. Therefore, based on the results of the research we can conclude that the reduction of the import SAT and WAT rate has a positive effect on the exports of raw materials and consumer goods, but not on the exports of intermediate goods to trade partners.
Chart 1. Import SAT and WAT rates of three countries of the Western Balkans
Notes: Figure obtained on the basis of TRAINS data
Source: Author's compilation.
Non-aggregate Effect of PTAs, i.e. Import Tariffs on the Individual Exports of Three Countries of the Westerns Balkans
The results of estimating the coefficients of independent variables for Albania are presented in Table 2 . Based on the equations (4) and (5) the results of estimating the coefficients GDP and GDP per capita on the total exports of products, raw materials, intermediate goods and consumer goods are significant at the level of 1%. The growth of income of trade partners by one percent leads to the growth of total imports of products, raw materials, intermediate goods and consumer goods. The result of estimating the coefficient of the import SAT rate on the total exports of products, raw materials and intermediate goods is negatively significant at the level of 1%, while in other cases no significant value has been recorded. The reduction of the SAT rate of trade partners by less than one percent leads to the growth of total exports of products, raw materials and intermediate goods. Likewise, the results of estimating the coefficients of import WAT rate on the total exports of products, intermediate goods and consumer goods is negatively significant at the level of 1% and 5%, while in other cases no significance was recorded. The reduction of the import WAT rate of trade partners by less than one percent leads to the growth of exports of intermediate goods and consumer goods. In the end, the result of estimating the coefficient of distance on the total exports of products, raw materials and consumer goods is significant at the level of 1%. The reduction of the expenses of trade has a positive influence on the growth of total exports of products, raw materials, intermediate goods and consumer goods. The results have the following implications: the reduction of import tariffs of trade partners ensures the growth of the total exports of products and the exports of consumer goods, raw materials and intermediate goods from Albania to trade partners (see Figure 2) . Albania mostly exports consumer goods, intermediate goods and raw materials to the EU, CEFTA 2006 and EFTA. The growth of exports of raw materials is ensured thanks to the reduction of import SAT rate, while the growth of exports of intermediate goods is ensured by the reduction of the imported SAT and WAT rates of trade partners of trade partners. The exports of intermediate goods and consumer goods used to be burdened with a higher import WAT rate, but with its reduction a growth of export of the mentioned products occurred. In the end, based on the examined results we conclude that the import SAT and WAT rate have an equal effect on the exports of products to trade partners, i.e. the cause of that are their tariff rates which are approximately the same. The results of estimating the coefficients for Macedonia are presented in Table 3 . On the basis if equations (4) and (5), the results of estimating the coefficients GDP and GDP per capita on the growth of exports of raw materials and intermediate goods are significant at the level of 1%, while in the case of the total exports of products and consumer goods no significant value was recorded. The growth of profit of trade partners by one percent leads to the growth of demand and import of raw materials and intermediate goods. The result of estimating the coefficients of the import SAT rate on the total exports of products, raw materials and consumer goods is significant at the level of 1%, but not in the case of intermediate goods. That means that the reduction of the import SAT rate of trade partners by less than one percent leads to the growth of the total export of products, raw materials and consumer goods. Likewise, the result of estimating the coefficient of the import WAT rate on the total export of intermediate goods is significant the level of 1%, while in other cases no significant value has been recorded. The reduction of the import WAT rate of trade partners by one percent leads to the growth of the total exports of products. In the end, the result of estimating the coefficient of distance to the export of raw materials and intermediate goods is significant at the level of 1%, while in other cases no significant value has been recorded. The reduction of the costs of trade leads to the growth of exports of raw materials and intermediate goods.
The results have the following implications: in the case of Macedonia, the reduction of import customs of trade partners does not have a positive effect on the growth of total exports of products (see Figure 3) . Macedonia mostly exports raw materials, intermediate goods and consumer goods to the EU, CEFTA 2006 and EFTA. The growth of exports of raw materials and consumer goods is achieved thanks to the reduction of import SAT rate of trade partners. In the case of exports of intermediate goods, a significant effect was absent in spite of the reduction of both kinds of tariffs. In the end, we conclude that the import SAT rate has a higher individual effect on the exports of products in relation to the import WAT rate of trade partners, i.e. the products which are mostly under the regime of the import SAT rate dominate in the export structure. The results of estimating the coefficients for Serbia are presented in Table 4 . On the basis of the equations (4) and (5), the results of estimating the coefficients GDP and GDP per capita on the total exports of products, raw materials, intermediate goods and customer goods are significant at the level of 1%. The growth of profit of trade partners by one percent leads to the growth of total imports of products, raw materials, intermediate goods and consumer goods. The results of estimating the coefficients of import SAT and WAT rate on the total export of products, import WAT rate on the exports of raw materials, import SAT and WAT rate on the exports of con-sumer goods are significant at the level of 1%, while in the other cases no significance was recorded. The reduction of import tariffs of trade partners by less than one percent leads to the growth of total exports of products, raw materials and consumer goods, but not intermediate goods. In the end, the results of estimating the coefficients of distance on the export of raw materials and intermediate goods is significant at the level of 1%, while in other cases no significant value has been recorded. The results have the following implications: the reduction of import tariffs of trade partners has a positive effect on the total growth of the exports of products from Serbia (see Figure 4) . Serbia mostly exports consumer goods, intermediate goods and raw materials to the EU, CEFTA 2006 and EFTA. The growth of exports of raw materials was achieved thanks to the reduction of import WAT rate, while the growth of export of consumer goods was achieved by a decrease of both types of import tariff rates of the trade partners. In case of exports of intermediate goods, there was no positive effect on the basis of reduction of import SAT and WAT rate. The growth of the industrial demand for trade partners, and not just the height of the import tariffs, has a positive effect on the exports of intermediate goods. In the end, on the basis of the tested results we conclude that the import WAT rate has a greater effect on the individual export of products than the import SAT rate of trade partners. 
Conclusion
The results of the research are reflected in the following: within the aggregate approach, we estimated that the majority of evaluated coefficients of independent variables have a positive effect on the total exports of products, raw materials, intermediate goods and consumer goods of three countries of the Western Balkans. We particularly point out that the import simple average tariff (SAT) rate and the import weighted average tariff (WAT) rate of trade partners have a positive effect on the growth of exports of raw materials and consumer goods, but not the intermediate goods.
Namely, three countries of the Western Balkans mostly export consumer goods, intermediate goods and raw materials to trade partners with whom they have signed preferential agreements. The reduction of import tariffs of trade partners to the zero had no effect on the growth of exports of intermediate goods. The growth of exports of intermediate goods primarily depends on the growth of do-mestic industrial demand, and not on the reduction of import tariffs. This argument also applies to the individual exports of intermediate goods of Macedonia and Serbia in non-aggregate approach. In the end, both types of import tariffs of trade partners have the same effect on the total and individual export of products. On the other hand, the non-aggregate approach offers results for each country viewed individually. For Albania and Serbia, the positive effect of reducing the import tariffs of trade partners on the total exports of products was verified, while that is not the case for Macedonia. The growth of exports of raw materials in the case of Albania and Macedonia was ensured by reducing the import SAT rate, while the export of raw materials for Serbia was ensured by reducing the import WAT rate of trade partners. The growth of export of intermediate goods from Albania was ensured by reducing the import SAT and WAT rate, while in the case of Macedonia and Serbia, no positive effect was recorded. The growth of exports of consumer goods from Albania was ensured by reducing the WAT rate, from Macedonia by reducing the import SAT rate, and Serbia by reducing both import tariff rates of trade partners.
As a result of reducing the import tariff rates of trade partners, Albania has increased the export of consumer goods and intermediate goods in addition to its traditional exports of raw materials. Both types of import tariffs of trade partners have the same effect on the individual export of products from Albania. In Macedonia, raw material exports are dominant, followed by the exports of intermediate goods and consumer goods. We estimated that the import SAT rate has a much higher effect than the import WAT rate on the export of products to trade partners. One of the reasons is that the structure of Macedonian export is mostly dominated by products which are within the regime of the import SAT rate. In the end, Serbian the exports is dominated by consumer goods, intermediate goods and raw materials. The import WAT rate has a stronger effect on the growth of exports from Serbia than the import SAT rate of trade partners.
